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CONCLUSIONS  ANP  RECOMMENDATIONS 

1.  The  Montana  Department  of  Commerce  should  be  the 
lead  agencv  in  job  recruitment. 

2.  The  Department  of  Commerce  should  pinpoint  recruit- 
ment efforts  towards  iobs  capable  of  supporting 
heads  of  households. 

3.  The  Department  of  Commerce  should  provide  tech- 
nical assistance  to  small  business. 

4.  The  Department  of  Commerce  should  seek  a  permanent 
funding  source  for  recruitment  and  promotion  acti- 
vities. 

5.  The  1983  Legislature  should  adequatelv  fund  the 
Department  of  Commerce. 

6.  Advertising  and  promotion  of  Montana  are  appro- 
priatP"  activities  of  the  State. 

7.  Greater  cooperation  between  federal  development 
agencies,  the  Montana  Department  of  Commerce, 
local  development  corporations,  and  Chambers  of 
Commerce  should  be  encouraged. 

8.  The  state  of  Montana  should  provide  funding  for 
vmiversitv  research  aimed  at  creating  iobs. 

9.  College  level  business  courses  should  be  expanded 
in  the  state's  business  centers. 

10.  The  state  of  Montana  should  recognize  that  venture 
capital  is  one  ingredient  in  job  creation. 

11.  The  Executive  should  consider  the  economic  impact 
of  legislation  and  of  administrative  rules. 

12.  Maior  legislation  and  administrative  rules  changes 
should  be  accompanied  bv  economic  impact  sum- 
maries . 

13.  Rased  on  economic  analvsis  indicating  relatively 
low  loan-to-asset  ratios  and  loan-to-deposit 
ratios  in  Montana  banks,  more  long  term  lending 
capital  is  needed  in  Montana  to  stimulate  job 
creation. 

14.  Anv  additional  State  investment  funds  should  be 
channeled  through  private  sector  entities. 


15.  An  in-depth  review  of  business  taxation  in  riontana 
and  the  Rocky  Mountain  states  should  be  conducted. 

16.  The  Department  of  Natural  Resources  and  Conser- 
vation will  be  required  to  delineate  water  rights 
on  the  Missouri  River  similar  to  what  was  done  on 
the  Yellowstone  River. 


COMMITTEE  BILLS 

1.  The  policy  of  the  state  of  Montana  should  be  to 
promote  consistencv  in  the  adoption  and  aopl i- 
cation  of  environmental  and  other  administrati^'e 
rules.   (LC  103,  Appendix  A.) 

2.  Bv  resolution,  the  Superintendent  of  Public 
Instruction  and  the  Cominission  of  Higher  Education 
will  be  encouraged  to  develop  and  expand  economics 
programs  in  Montana's  high  schools,  colleges,  and 
universities.   (TjC  184,  Appendix  A.) 


TNTRODUCTTON 

The  earlv  1980 's  brought  some  bad  economic  news  to 
Montana.  The  Anaconda  Companv ,  a  whollv-owned  subsid- 
larv  of  the  Atlantic-Richf leld  Comoanv ,  ceased  opera- 
tions at  its  smelter  in  Anaconda  and  its  refinery  in 
Great  Falls.  With  the  national  economic  picture 
qrowinq  more  qloomy,  interest  rates  climbing  rapidly, 
and  unemolovment  qrowinq,  a  legislative  committee  was 
appointed  to  make  recommendations  to  the  1981  Legisla- 
ture which  would  mitigate  the  adverse  economic  situ- 
ation. 

The  Select  Committee  on  Economic  Problems  was  organi'zed 
in  November  19R0  and  met  on  several  occasions  through 
January  1981.  Individuals  on  the  Select  Committee 
introduced  legislation  during  the  1981  legislative 
session  as  a  result  of  the  Committee's  studv.  Addi- 
tionallv,  one  Committee  recommendation  was  to  sharplv 
focus  any  future  committee  study  of  Montana's  economic 
situation . 

Perhaps  as  a  result  of  the  economic  situation  and  the 
recommendations  of  the  Select  Committee,  House  Joint 
Resolution  48  was  adopted  April  20,  1981.  The  Reso- 
lution, sponsored  by  Representative  David  O'Hara, 
called  for  a  fairly  comprehensive  studv  of  Montana's 
economic  climate,  business  taxation,  and  economic  deve- 
lopment mechanisms. 

The  Joint  Subcommittee  on  Business  was  formed,  and  held 
its  first  meeting  in  July  1981.  Representative  Chuck 
Cozzens  was  elected  chairman.  Representative  Joe 
Quilici,  who  had  been  chairman  of  the  Select  Committee 
on  Economic  Problems,  was  elected  vice-chairman. 

Although  staff  presented  several  work  plans  and  study 
desiqns,  the  Subcommittee  could  not  reach  consensus  on 
issues  which  merited  studv  or  on  a  process.  Conse- 
quently, the  Subcommittee  decided  on  a  plan  of  holdinq 
public  hearinqs  to  determine  what  the  real  concerns  of 
business  and  industry  were,  then  to  act  accordinqly. 

The  Subcommittee  held  public  hearinqs  in  Rillinqs  and 
Helena  durinq  late  1981.  Testimony  qiven  did  not  point 
to  any  specific  problems,  but  to  a  less  than  optimal 
economic  climate  in  qeneral.  Written  comments  were 
similar. 

Representative  Cozzens  resiqned  from  the  legislature  in 
January  1982,  thus  leaving  open  the  chairman's  seat  on 
the   Subcommittee.    Representative   Les   Kitselman  was 


appointed  bv  the  Speaker  of  the  House  to  replace  Repre- 
sentative Cozzens  on  the  Subcommittee.  Representative 
Kitselman  was  elected  chairman  at  his  first  meetinq, 
the  first  meeting  following  Representative  Coz-zen'  s 
resignation. 

By  March  1982  the  Subcommittee  began  addressing  issues 
outlined  in  HJR  48.  During  the  next  several  months, 
the  Subcommittee  reviewed  reports  on  such  topics  as 
water  development,  investment  and  loan  programs,  Mont- 
ana Promotion  Bureau  funding,  and  capital  gains  tax- 
ation. Testimony  was  heard  on  such  issues  as  over- 
regulation,  high  interest  rates,  The  Maior  Facility 
Siting  Act,  Initiative  95,  venture  and  and  lending 
capital,  and  Montana  Department  of  Commerce  efforts  to 
stimulate  economic  development.  The  Subcommittee's 
activities  culminated  in  the  ioint  sponsorship,  with 
the  Environmental  Qualitv  Council,  of  the  Forum  on 
Environmental  Regulation  and  the  Economy  in  October 
1982. 


COMMITTEE  DELIBERATIONS 

Role  of  the  Department  of  Commerce 

The  Subcommittee  heard  testimony  that  companies  often 
"put  out  feelers"  in  communities  throughout  the  state, 
trying  to  determine  if  a  location  would  meet  their 
needs.   In  light  of  this,  the  Subcommittee  finds: 

That  advertising  and  promotion  of  Montana  are 
appropriate  activities  of  the  state,  and  therefore 
recommends  that  the  Department  of  Commerce  act  as 
the  lead  agency  in  iob  recruitment. 

Maxine  Johnson,  director  of  the  Bureau  of  Business  and 
Economic  Research  at  the  University  of  Montana,  test- 
ified before  the  Subcommittee  on  several  occasions. 
She,  and  others  as  well,  commented  that  Montanans  have 
long  relied  on  agriculture  as  the  state's  economic 
foundation.  While  it  is  a  strong  foundation,  it  can  no 
longer  expand  enough  to  stimulate  economic  development. 

As  a  result,  Montana  will  have  to  look  towards  mining, 
energy  development,  and  other  natural  resources  deve- 
lopment for  future  economic  diversity.  Service  jobs, 
such  as  those  stemming  from  tourism,  can  provide  neces- 
sary part-time  or  temporary  (summer)  employment  to  ^ob 
seekers,  but  high  paying,  full-time,  permanent  iobs  are 
essential  to  Montana's  economic  health.  Therefore,  the 
Subcommittee  recommends: 

-4- 


That  the  Department  of  Commerce  should  pinpoint 
r<^cruitment  efforts  towards  iobs  capable  of  sup- 
porting heads  of  households. 

National  studios  have  shown  that  small  businesses  are  a 
maior  creator  of  new  iobs.  In  a  1979  report,  David 
Birch  of  the  Massachusetts  Institute  of  Techology 
reoorted  that  over  half  of  all  new  iobs  created  between 
1969  and  1976  occurred  in  independent  firms  with  less 
than  20  emolovees.  The  trend  is  similar  in  Montana 
according  to  business  leaders  testifying  before  the 
Subcommittee . 

However,  as  important  as  small  businesses  are  in 
creating  new  iobs  and  general  economic  health,  they 
often  fail.  The  reasons  behind  business  failures  vary 
widelv,  but  are  often  attributed  to  inadequate  manage- 
ment.  Therefore,  the  Subcommittee  recommends: 

That  the  Department  of  Commerce  should  provide 
technical  assistance  to  small  businesses. 

In  view  of  the  preceding  recommendations  and  the  in- 
creasing importance  of  and  reliance  on  the  Montana 
Department  of  Commerce  in  statewide  economic  develop- 
ment, the  Subcommittee  recommends: 

That  the  1983  Legislature  adequately  fund  the 
Department  of  Commerce;  and 

That  the  Department  of  Commerce  seek  a  permanent 
funding  source  for  recruitment  and  promotion 
activities . 


Capital  Availability 

A  1980  study  o^"  caoital  formation  and  development 
finance  in  Montana  conducted  by  Western  Analysis,  Inc. 
showed  that  while  Montana  bankers  felt  that  they  gener- 
ally had  the  resources  to  make  loans,  57%  of  those 
answering  a  statewide  survey  also  noted  that  they  have 
had  business  loan  requests  which  were  turned  down 
because  of  the  size  and  duration  of  the  loan. 

The  same  study  showed  that  Montana  banks,  compared  to 
all  banks  in  the  U.S.,  had  a  higher  security  to  asset 
ratio,  and  lower  ratios  of  loans  to  assets,  commercial 
loans  to  assets,  and  loans  to  deposits.  This  perhaps 
indicates  a  general  conservative  posture  of  financial 
institutions  in  Montana. 


The  Western  Analysis  sttidv  showed  that  businesses  were 
usually  successful  in  obtaining  the  amount  of  financing 
they  were  seeking,  but  the  term  of  the  loans  were  not 
usually  what  was  being  sought.  A  substantial  91%  of 
businesses  responding  to  the  study  survey  also  noted 
that  shortages  of  equity  capital  were  maior  constraints 
in  business  expansion. 

Testimony  from  banker's  organizations  and  individual 
bankers  generally  supported  the  Western  Analysis  re- 
port. Bankers  consistently  stated  that  there  is  ade- 
quate capital  available  in  Montana  for  all  but  the 
largest  proiects,  e.g.  the  Colstrip  power  plants.  They 
also  pointed  out,  however,  that  length  of  term  and 
interest  rates  had  changed  in  the  past  few  vears. 
Balloon  payments,  floating  interest  rates,  and  shorter 
term  loans  were  cited  as  some  of  the  changes. 

Other  testimony  indicated  that  small  business  entre- 
preneurs felt  interest  rates,  length  of  term,  and  capi- 
tal availability  generally  were  factors  stifling  devel- 
opment. 

Taking  this  into  account,  the  Subcommittee  finds: 

That,  based  on  economic  analysis,  more  long-term 
lending  capital  is  needed  in  Montana  to  stimulate 
job  creation;  and  recommends: 

That  the  state  of  Montana  recognize  that  venture 
capital  is  one  ingredient  in  iob  creation;  and 

That  any  additional  state  investment  funds  be 
channeled  through  private  sector  entities. 


Taxation 

Another  factor  commonly  mentioned  with  respect  to  de- 
velopment was  taxation.  Testimony  ranged  from  posi- 
tions of  denial  that  taxation  has  any  affect  on 
business  location  to  the  position  that  taxes  were  the 
ultimate  factor  in  business  location. 

The  Subcommittee  had  several  discussions  about  the 
effects  of  taxation,  about  Montana's  taxing  position 
with  respect  to  other  states,  especially  western 
states,  and  about  the  demonstrated  effectiveness  of 
state  and  local  tax  incentives. 

After  several  amendments,  it  was  unanimously  agreed  by 
the  members  that: 


The  Subcommittee  acknowledges  receiving  reports 
and  opinions  of  experts  that  tax  incentives  are 
not  as  beneficial  an  incentive  as  other  factors  in 
business  and  industrv  recruitment. 

The  Subcommittee  also  recommends: 

That  an  in-dopth  review  of  business  taxation  in 
riontana  and  the  Rocky  Mountain  states  be  con- 
ducted, using  the  talents  of  tax  accountants  and 
tax  attornevp  much  like  the  Governor's  Management 
Council.  If  that  process  proves  impractical, 
other  means  sho\ild  be  pursued. 


V7ater  Development 

The  Subcommi.ttee  heard  testimonv  that  Montana's  eco- 
nomic health  was  increasinglv  dependent  on  water. 
Water  is  essential  to  agriculture,  the  wood  products 
industrv,  manufacturing,  and  development  generallv. 

The  Department  of  Natural  Resources  and  Conservation 
testified  that  the  state  was  conducting  a  study  to 
determine  Montana's  position  with  respect  to  downstream 
users  for  current  and  future  water  development.  Al- 
though the  study  was  not  completed  bv  the  Subcom- 
mittee's final  meeting  October  6,  1983,  Department  of 
Natural  Resources  and  Conservtion  personnel  indicated 
that  water  rights  on  the  Missouri  River  could  be  very 
important  to  the  future  development  of  Montana. 

The  Subcommittee,  therefore,  has  requested  that  a  bill 
be  drafted  requiring  the  Department  of  Natural 
Resources  and  Conservation  to  delineate  water  rights  on 
the  Missouri  Ri^'-er  similar  to  what  was  done  on  the 
Yellowstone  River,  but  not  including  a  moratorium. 


Education 

The  resolution  required  the  Subcommittee  to  determine 
how  students  could  be  taught  free  enterprise  concepts. 
Tn  its  efforts  to  meet  this  requirement,  the  Subcom- 
mittee heard  testimony  from  university  facultv  that 
college  students  commonly  did  not  know  basic  concepts 
of  economics,  and  suggested  expanding  existing  pro- 
grams. 

It  was  also  reported  that  businesses  searching  for  a 
location  often  relied  on  local  labor  pools  to  staff 


ma.iv  positions.  Vocational/technical  schools  were 
mentioned  as  sources  of  skilled  and  semi-skilled  labor; 
business  schools,  colleges,  and  universities  as  sources 
of  professionals. 

Reports  reviewed  bv  the  Subcommittee  indicated  that 
"high-tech"  industries  tend  to  locate  close  to  univer- 
sities and  other  research  institutions.  This  was  sup- 
ported bv  the  examples  of  the  "Research  Triangle"  in 
North  Carolina,  and  the  "Silicon  Valley"  in  California. 

These  reports  and  testimonv  were  the  bases  for  the 
Subcommittee  recommending: 

That  the  state  of  Montana  should  provide  funding 
for  university  research  aimed  at  creating  jobs; 
and 

That  college  level  business  courses  should  be 
expanded  in  the  state's  business  centers. 

The  Subcommittee  also  requested  that  a  resolution  be 
drafted  encouraging  the  Superintendent  of  Public 
Instruction  and  the  Commissioner  of  Higher  Education  to 
develop  and  expand  economics  programs  in  Montana's  high 
schools,  colleges  and  universities.  (A  copy  of  the 
resolution,  LC  184,  is  included  in  Appendix  A.) 

Regulation 

The  Subcommittee  heard  repeated  testimony  that  existing 
businesses  and  potential  developers  were  not  generally 
opposed  to  existing  statiates  and  rules,  but  that 
changes  in  administrative  rules,  esoeciallv  environ- 
mental rule  changes,  caused  significant  problems. 
Although  no  specific  rules  or  statutes  were  brought  to 
the  Subcommittee's  attention,  the  general  theme  of 
"Don't  change  the  rules..."  was  prominent.  Due  to  the 
testimony  and  reoorts  reviewed  bv  the  Subcommittee,  the 
Subcommittee  recommends: 

That  executive   agencies  should  consider  the  eco- 
nomic impact  of  legislation,  administrative  rules, 
and  rule  changes;  and 

That  maior  legislation  and  administrative  rule 
changes  should  be  accompanied  by  economic  impact 
summaries . 

The  Subcommittee  also  unanimously  adopted  LC  103  (copy 
in  Appendix  A)  which  would  make  it  the  policy  of  the 
state  to  promote  consistency  in  the  adoption  and  appli- 
cation of  environmental  and  other  administrative  rules. 


Potpourri 

The  SubcoiTunittee  met  the  mandate  of  HJR  48  by  con- 
ducting public  hearings  and  holding  several  work 
meetings.  A  mood  of  cooperation  among  the  members 
resulted  in  the  findings  and  recommendations  contained 
herein.   The  Subcommittee's  final  recommendation  was: 

That  cooperation  between  federal  development  agen- 
cies, the  Montana  Department  of  Commerce,  local 
development  corporations,  and  Chambers  of  Commerce 
should  be  encouraged. 

While  the  formal  actions  of  the  Subcommittee  were  not 
large  in  number,  the  mere  fact  that  HJR  48  was  adopted 
is  important  in  that  the  legislature  recognized  that 
Montana's  economy  is  an  issue  worthy  of  attention.  The 
Subcommittee  on  Business'  activities,  deliberations, 
and  actions  show  a  willingness  to  progress  towards 
economic  stability  and  diversity  on  the  part  of  the 
legislature  and  the  people  it  represents. 


APPENDIX  A 


LC  103  An  act  promoting  consistencv  and  continuitv 
in  the  adoption  and  aopliratlon  of  environ- 
mental and  other  administrative  rules. 

LC  184  A  joint  resolution  encouraging  the  devel- 
opment and  exDansion  of  economics  programs  in 
Montana's  high  schools  and  universities. 


40th  Legislature  LC  0103/01 


1  BILL  NO. 

2  INTRODUCED  BY  


3  BY  REQUEST  OF  THE  JOINT  SUBCOMMITTEE  ON  BUSINESS 
4 

5  A  BILL  FOR  AN  ACT  ENTITLED:   "AN  ACT   PROMOTING   CONSISTENCY 

6  AND    CONTINUITY    IN    THE    ADOPTION   AND   APPLICATION   OF 

7  ENVIRONMENTAL  RULES;  AMENDING  SECTION  90-1-lOlf  MCA." 
8 

9  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

10  Section  1.   Section  90-1-101,  MCA,  is  amended  to   read: 

11  "90-1-101.   Declaration  of  necessity  and  public  policy. 

12  (1)   It   is  hereby  declared  to  be  a  necessity  and  the  public 

13  policy  of  the  state  to  promotet  stimulate?  and  encouraqe  the 

14  planning  and  development  of  the   economy   of   the   state   in 

15  order   to   provide  for  the  social  and  economic  prosperity  of 

16  its  citizens.  Such  promotion  and   development   of   industry* 

17  commercet   aqriculture,   labor?  and  natural  resources  of  the 

18  state  require  that  cognizance  be   taken   of   the   continuing 

19  migration   of   people   to   the   urban  areas  In  search  of  job 

20  opportunities  and  the  fact  that  Montana  is  making   a   needed 

21  transition   to   a   diversified  economy.   Community  planninq* 

22  greater   diversification   of   industry   and   attraction    of 

23  additional   industry?   accelerated   development   of   natural 

24  resources?  expansion  of  existing  Industry?  creation   of   new 

25  uses    for    agricultural    products?   greater   emphasis   on 


LC  0103/01 


1  scientific  research*  development   of   new   markets   for   the 

2  products   of   the   state»   and   the   attainment   of  a  proper 

3  balance  in  the  overall  economic  base  are   all   necessary   in 

4  order    to    create    additional   employment   opportunities* 

5  increase  personal  income*  and  promote  the  general  welfare  of 

6  the  people  of  this  state. 
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19  tfl CtiaQafi_ttlfiifi_£Ulfi5_iQ_ttl£i£-d£t£ilD£Di-JiQl£iS_ttl£££_ii_aQ 

20  Qy££MtiellDiQa-Sl3QMiQfl-Q£.Q£fidjL 

21  t^ti^i   The  department  of  commerce  shal 1  be  regarded  as 

22  performing  a   governmental   function   in   carrying   out   the 

23  provisions  of  this  part.** 
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1  JOINT  RESOLUTION  NO.  

2  iNTRnOUCED  BY  

3  BY  REQUEST  OF  THE  JOINT  SUBCOMMITTEE  ON  BUSINESS 
4 

5  A   JOINT   RESOLUTION   OF   THE   SENATE   AND   THE    HOUSE    OF 

6  REPRESENTATIVES   OF   THE   STATE   OF   MONTANA  ENCOURAGING  THE 

7  SUPERINTENDENT  OF  PUBLIC  INSTRUCTION  AND  THE  COMMISSIONER  OF 

8  HIGHER  EDUCATION  TO  DEVELOP  AND   EXPAND   ECONOMICS   PROGRAMS 

9  AND   TO   OFFER   MORE   ECONOMICS   COURSES   IN   MONTANA'S  HIGH 
10  SCHOOLS,  COLLEGES,  AND  UNIVERSITIES. 

11 

12  WHEREAS,   it   Is   Important   for    all    Montanans    to 

13  understand  the  free  enterprise  system;  and 

14  WHEREAS,  an  understanding  of  the  free  enterprise  system 

15  will   lead   to  an  understanding  of  the  importance  of  jobs  In 

16  the  economy;  and 

17  WHEREAS,  a  healthy  economy  is  important  to   the   people 

18  of  Montana;  and 

19  WHEREAS,    university   officials   have   indicated   that 

20  freshmen  entering  Montana's  colleges  and  universities  have  a 

21  lack  of  understanding  in  basic  economics. 

22  NOW,  THEREFORE,  BE  IT  RESOLVED  BY  THE  SENATE  AND   THE   HOUSE 

23  OF  R-EPRESENTATIVES  OF  THE  STATE  OF  MONTANA: 

24  That   the   Superintendent  of  Public  Instruction  and  the 


Lc  oia^/oi 


1  Commissioner  of  Hiqher  Education  are  encouraged   to   develop 

2  and   expand   economics   programs  and  to  offer  more  economics 

3  courses    in    Montana's    hiqh    schools*    colleqes*    and 

4  universities* 

-End- 
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300  copies  of  this  public  document  were  published  at  an  estimated  cost  of  79$  per  copy,  for 
a  total  cost  of  $236.46,  which  includes  $236.46  for  printing  and  $.00  for  distribution. 

